ABSTRACT
INTRODUCTION
Introducing corporate governance standards in the countries of the former Yugoslavia has been gaining popularity in recent years as the state capital privatization process opened new possibilities to improve the system of operation in privatized companies. The term 'corporate governance' involves an entirety of relationships between a company's management, its management board and other boards established within, its shareholders and other stakeholders (OECD, 2015) and it is associated only with the companies not managed by their owners but rather by professional managers. Corporate governance standards, or standards of corporation management13, specify in detail the mechanisms of exercising and protecting the interests in mutual relations between various stakeholders in the operation of a corporation (joint stock company, company). Compliance with those standards should ensure improvement of the competitive ability of a company, achievement of more favorable conditions for investments activities, as well as a more efficient functioning of the financial market in general.
Corporate  appropriate role and responsibility of the boards established within the company. Due to the fact that company's ability to generate operating profit in a long run can be designated as the main presumption for its growth and development, profitability can be deemed a common interest of the existing and potential shareholders, creditors, company management, the state and its institutions, as well as all other stakeholders. However, although all those parties have at least a minimum of common interests, each of them can have also their individual interests which need not be aligned with the interests of the company as a whole.
Generally, whenever a party has a discretionary possibility to make decisions which affect the interests of other stakeholders, potential conflicts of their interests (the so-called agency problems) arise due to a possibility of that party giving priority to their personal interests over those common. Within the corporate governance context, corporate governance standards may represent a significant factor of growth and development of a company, precisely because their implementation should ensure optimum exercise and protection of interests of all stakeholders in its operation.
IMPLEMENTATION OF CORPORATE GOVERNANCE STANDARDS IN BOSNIA AND HERZEGOVINA AND NEIGHBORING COUNTRIES
The OECD Principles of Corporate Governance are established with a view to optimum organizational structure of a company, through which the objectives are set, the means of attaining those objectives are identified and the achieved results are monitored.
An effective implementation of corporate governance standards is possible only with the appropriate knowledge of and compliance with the legal and economic laws of operation in a corporate setting and by accepting the fact that such a form of business operation may affect significantly the achievement of general interests of the social community as a whole.
Corporate governance standards promote the principles of transparency, responsibility, professionalism and ethics in the behavior of all stakeholders (OECD, 2004 (OECD, , 2015 . Finally, all those principles should increase the confidence of the existing and potential investors and encourage company growth and development. Accordingly, the corporate governance framework should promote an open and efficient market, be based on the principles of the rule of law and ensure a clear division of authority and responsibility between various supervisory and regulatory bodies within or outside the company.
Conflict of interest between the shareholders and managers, as well as conflict of interest between the majority and minority shareholders, on the one hand, and biased financial reporting, distorting capital market integrity and inexistence of regulations to prevent abuses, on the other hand, have brought about the establishment of a system, structure, mechanisms and policies which include the processes and rules explaining the relations between all participants (stakeholders -author's note) in a company, so as to enable them to fulfil their rights and obligations in a correct and proportional manner (Đorđević, 2012) .
The corporate governance framework should protect and facilitate the exercise of rights of all shareholders and other stakeholders specified by law or appropriate contracts and agreements and encourage active cooperation between the company and the stakeholders in achieving their common interests. In order to make this possible, one of the objectives of corporate governance standards concerns timely and accurate disclosure of all material information about company operation, including information about its financial standing, performance, governance etc., as well as providing efficient supervision of the management and responsibility of the board towards the company and its shareholders.
Without an efficient corporate governance system in a country, it is not possible to ensure the interest of investors, in particular those foreign, to invest in the economy of that country. Therefore, the final reach of corporate governance should be way beyond the interests of individual companies in establishing such a system, because the attained level of implementation of corporate governance standards largely shapes the volume and quality of investments which in turn shape the economic development of the country. Evidently, in addition to the regulations directly related to corporate governance standards, also the overall legal and economic system of a country should be focused on attaining the objectives on which the standards are founded. Corporate governance standards primarily support the process of equal, efficient and transparent exercise of the fundamental rights of shareholders: right to govern a company, right to a share in the distribution of net profit and right to a share in liquidation assets. However, in addition to protecting shareholders' interests, corporate governance standards are aimed at ensuring compliance with and exercise of legal rights of all other stakeholders in company operation. Therefore, the system of company governance should be founded on active cooperation of governing bodies with all stakeholders, with a view to creating general wellbeing, preserving the existing workplaces and opening the new, and maintaining financial stability of the company and thereby also of the social community as a whole in a long run.
The efficiency and effectiveness of corporate governance can be achieved through various mechanisms, which can be divided most generally into internal and external. The most important internal mechanisms of corporate governance are: management monitoring by the management and supervisory board, appropriate systems of incentives for mangers, internal audit and control by large institutional investors (Đorđević, 2012) .
In many countries, a large portion of responsibility for disclosing company information is borne by stock exchanges, securities commissions and similar institutions. Indeed, stock exchanges are in a position to contribute to the improvement of transparency by establishing codes, standards and various systems for assessing transparency level (Todorović et al, 2013) .
In transition countries, companies have been mostly privatized and corporations established. Many corporation members are not aware of their rights and obligations or of their role of a manager, management member or shareholder. Many corporations are not in a position to provide a timely and useful information to investors, which constitutes a risk. Only a complete, true information leads to a transparency which enables the investors and shareholders to continually evaluate corporations and adjust the evaluation to corporation shares (Kukobat et al, 2016) .
We are familiar with the most frequent manner of privatization in our region, so a majority owner who is not interested in issuing shares cannot be expected to be particularly interested in improving transparency (Todorović et al, 2013 ).
The level of transparency of information regarding company operation is in a key causeand-effect relationship with the (in)efficient implementation of corporate governance standards. Unwillingness of the management to make the information regarding company operation available to shareholders and other interested public impairs directly the confidence in that company and the level of attainment of objectives which should be achieved through the implementation of corporate governance standards, and vice versa, inefficient implementation of those standards leads to a particular isolation of the company in the economic, social and every other sense. If such an occurrence can be deemed typical of a business community, it is easy to conclude that the damage it causes is direct, immeasurable and affecting not only individual companies and the business community, but also the society as a whole.
Corporate governance standards represent good grounds for the preparation of the socalled scorecard analysis (tool) to evaluate good practices of corporate governance. So, for example, the structure of a scorecard promoted by the Banja Luka Stock Exchange (www.blberza.com) includes the criteria which cover the standards of corporation management and a relevant set of questions for a total of seven fields as follows: commitment to the principles of corporate governance, rights of shareholders, equal treatment of shareholders, role of stakeholders in corporation governance, disclosure and transparency of information, role and responsibility of the board, and audit and internal control system. According to this methodology, the shares in the overall score are as follows: commitment to the principles of corporate governance 10%, rights of shareholders 20%, equal treatment of shareholders 10%, role of stakeholders in corporation governance 10%, role and responsibility of the board 20%, and audit and internal control system 10%. The remaining 20% account for the disclosure and transparency of information.
A similar basic approach when preparing a scorecard analysis is applied also at the Belgrade Stock Exchange (www.belex.rs). The structure of the scorecard consists of the main criteria which reflect the principles and recommendations of best practice of corporate governance incorporated in the national legislation and codes of corporate governance in Serbia. The criteria are systematized by field, with a relevant set of questions for each field. The analysis covers six fields: commitment to the corporate governance and social responsibility principles (10%), shareholders and general meeting of shareholders (15%), management board (20%), company's executive bodies and secretary (15%), supervision, control and external audit operations (20%), and transparency and disclosure (20%). Also here, the questions for evaluation of the level of harmonization with corporate governance standards are systematized in six fields: commitment to the corporate governance and social responsibility principles (10%), shareholders and general meeting of shareholders (20%), board of directors (25%), company's executive bodies and secretary (10%), supervision, control and independent audit operations (10%) and operation transparency and disclosure (25%).
In this case, the weighting relevant for operation transparency and disclosure is assigned a relatively higher importance, and its structure is as follows: The above analysis shows that the countries emerged in the territory of the former Yugoslavia started assigning particular importance to the standards or codes of corporate governance in the second half or the end of the first decade of the 21 st century. Key activities on establishing and promoting those standards were undertaken by stock exchanges -regulated capital markets and their regulators, primarily securities commissions. This can be explained by the fact that this was the time of a particularly prominent endeavor by the relevant institutions to give an entirely new dimension to one of the very important segments of the transition processthe development of corporate governance in the newly established corporations, former stateowned enterprises that had undergone the privatization and corporatization process to be listed on the domestic capital markets, and thereby to provide also a strong incentive to the development of the domestic capital market which had by then already played its primary role in the newly emerged state unions.
AGENCY PROBLEMS AS AN OBSTACLE TO EFFICIENT CORPORATE GOVERNANCE
The term 'agency problem' originated as an attempt to explain numerous situations in which many persons take part in various ways in a specific joint venture, where the interests of at least one of them potentially diverge from the interests of other participants, and that one person has a possibility, based on the authority received from the others, to make discretionary decisions which affect the success of the joint venture.
Agency problems can exist in any situation in which two or more parties are led to act together to achieve a certain common interest, where it is impossible to avoid potential disharmony between the individual interests of the participants entitled to make decisions and the interests of other stakeholders.
An effective system of corporate governance facilitates the process of decision-making and delegating authority and responsibility within an organization. The biggest problem caused by the separation of governance from ownership arises from the fact that the interests of managers are not fully aligned with those of the owners, and that the owners do not have unlimited possibilities of control over the work of the managers who manage their capital. On the other hand, managers have much better and more comprehensive information which enable their deviant behavior, resulting in a principal (manager) -agent (owner) problem, or agency problem as it is known in literature (Lukić, 2014) .
In the operation of corporations it is possible to define three main agency problems between the following: management -shareholders, majority shareholder -non-controlling shareholders (minority shareholders) and company -other stakeholders in company operation (creditors etc.).
The first problem is characteristic of companies with a dispersed ownership structure, i.e. participation of a relatively large number of small shareholders in the ownership of the company, while the second concerns the existence of a controlling shareholder and a conflict between his/her interests and those of non-controlling shareholders. Unlike those two, the third agency problem is unrelated to ownership structure and it is present in almost all corporations.
By transfer of the authority for company governance to professionals, competent managers are enabled to manage the company efficiently, regardless of the wealth at their disposal, while the interested investors are given the possibility to invest efficiently in the capital market, regardless of their managerial skills. However, higher ownership dispersion and higher intensity of separation of ownership from managerial rights increase the risk of a potential conflict of interest between the management and shareholders, where the management cares more about its own interests, regardless of the degree to which those diverge from the interests of the owners.
In companies with a dispersed ownership structure, the shareholders objectively cannot fully supervise the work of the management and they have no possibility to become directly involved in the process of business decision-making. For that reason, the managers have a rather large independence and autonomy in their daily work and implementation of business policies of the company. The first agency problem will arise every time the management aims its decisions at achieving personal interests, disregarding the interests of the company and its shareholders. Numerous examples show that such a strategy does not support company growth and development, and that it may easily lead to its breakdown and immense consequences for all stakeholders.
The countries where shareholding is insufficiently developed are dominantly characterized by the existence of a single or potentially a group of shareholders who exercise control over the company. Such circumstances produce not only the absence of separation but, on the contrary, the merging of company ownership and management. Since the controlling shareholders govern the company directly or indirectly, the first agency problem does not arise frequently, because the management can be naturally expected to work primarily in the interest of the controlling shareholder. Instead, the main problem of such corporate governance is precisely the managers not carrying out their activities in the interest of the company, but in the interest of the majority shareholder, where interests of minority shareholders are usually insufficiently protected.
The third agency problem is manifested as a conflict of interest between the corporation (shareholders and management) and other stakeholders in its operation (potential investors, banks and other financial organizations, the state, employees, suppliers, consumers etc.).
Relevant legal regulations concerning company law and corporate governance practice usually do not provide appropriate protection of the interests of other holders of risks of company operation. In itself, that does not necessarily represent a problem if their individual or general interests are protected or can be protected based on other regulations (regulations governing employment rights, rights arising from obligations, accounting and auditing, consumer protection, enforcement procedure, bankruptcy proceedings, environmental protection, etc.).
Unresolved agency problems at a micro level can cause inefficient company governance, its unprofitable operation, illiquidity and insolvency, neglect of the interests of individual stakeholders etc. At a macro level, they can create lack of confidence with the public in securities market and shareholding in general, various stock exchange problems including a possibility of stock exchange crash, unemployment growth and numerous other consequences unfavorable for the entire society. For that reason, the main purpose of development of good practice of corporate governance should be sought in resolving or at least reducing agency problems.
In the countries with transition economies, shareholding cannot objectively be developed to a sufficient extent. As a consequence of insufficiently developed shareholding, undeveloped financial market, absence of long-term strategy of growth and development of corporations, usual preference for short-term economic objectives of individual stakeholders, etc., the second and the third agency problem become hardly surmountable obstacles to the development of corporate governance, particularly under the conditions of economic and financial crisis.
One of the main objectives of corporate governance standards concerns precisely the need to establish clear rules whose implementation should ensure that company management works primarily for the benefit of the company, i.e. for the benefit of all investors and creditors, not only for their own benefit or that of majority shareholders. However, an insufficiently conscientious management holding the decision-making power can hardly be expected, without a legal coercion, to respect the rules which are essentially not binding but only provide recommendations and suggestions.
According to the corporate governance standards in force, a company should ensure timely disclosure and transparency of information about all material issues concerning the company, including its financial standing, operation, ownership and company governance. Publication of financial statements and other information about the company should enable its appraisal in terms of legal status, financial position, business opportunities and rights concerning securities. The statements must include understandable comments and analysis of operation prepared by company management.
A subject of particularly detailed reporting should be transactions with related parties, especially with those whose financial statements should be included in the consolidated financial statements of the company. In its financial statements, the company should also give a statement about compliance with corporate governance principles and standards.
Establishing special rules of publishing information on related legal entities operating within business groups can also be considered as a way to resolve or alleviate the third agency problem. Business groups can have a negative impact on the rights of creditors in various ways. Primarily, because the business between group members is naturally connected with the risk that all benefits of that business would be transferred to the controlling member (parent legal entity) by transfer pricing, and that all or most business risks would be borne by the controlled (subsidiary) legal entities.
Implementation of corporate governance standards, in addition to other mechanisms, should enable early detection of the causes of crisis and appropriate response by the management before the requirements are fulfilled for instituting bankruptcy proceedings. And if those proceedings turn out to be unavoidable, it should at least ensure that bankruptcy proceedings start at the earliest possible convenience, before the company is deprived of any chance of survival.
CONCLUSION
Corporate governance standards primarily support the process of equal, efficient and transparent exercise of the fundamental rights of shareholders: right to govern a company, right to a share in the distribution of net profit and right to a share in liquidation assets. However, in addition to protecting shareholders' interests, implementation of corporate governance standards should also ensure compliance with and exercise of legal rights of all other stakeholders in company operation. Therefore, the system of company governance should be founded on active cooperation of governing bodies with all stakeholders with a view to creating general wellbeing, preserving the existing workplaces and opening the new, and maintaining financial stability of the company and thereby also of the social community as a whole in a long run.
Based on the analysis of the existing legal solutions for mandatory preparation and presentation of appropriate information regarding operation of corporations, it can be concluded that relevant legal regulations mainly encompass what is necessary for the development of good practice of corporate governance, and thereby for growth and development of domestic companies and development of shareholding in general at our territory.
However, bearing in mind the degree of economic development in BiH and neighboring countries, objectively inadequate level of development of corporate governance and shareholding in general, inadequate level of efficiency and effectiveness of financial markets, in particular of capital markets, the fact that the term 'corporate governance' is mainly associated with the 'companies' which emerged from the former state-owned enterprises and other entities normally still majority-owned by the state and its institutions (funds etc.), the examples of good practice of corporate governance, although relatively rare, mostly include the successfully privatized state entities ( From the above examples it is easily concluded that under the domestic economic conditions, good practices of corporate governance are mainly associated with companies of a large economic strength which, by their very nature, operate in profitable and attractive branches of economy such as petroleum industry, telecommunications, etc.
